LB 9

LB 9

LEG SLATURE OF NEBRASKA
ONE HUNDREDTH LEG SLATURE

FI RST SESSI ON

LEG SLATI VE BILL 9

I ntroduced By: Preister, 5;
Read first time: January 4, 2007
Conmi ttee: Revenue

A Bl LL

FOR AN ACT relating to revenue and taxation; to anmend section
77-3806, Reissue Revised Statutes of Nebraska, and sections
77-908, 77-2701, 77-2715. 07, 77-2717, and 77-2734. 03,
Revi sed Statutes Cunul ative Supplenent, 2006; to provide an
incone tax «credit for energy conservation and renewable
energy generation expenditures as prescribed; to harnonize
provisions; to provide an operative date; and to repeal the
original sections.

Be it enacted by the people of the State of Nebraska,
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Section 1. Section 77-908, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-908. Every insurance conpany organized under the stock,
mutual, assessnent, or reciprocal plan, except fraternal benefit
societies, which is transacting business in this state shall, on or
before March 1 of each year, pay a tax to the director of one percent
of the gross anpbunt of direct witing premiuns received by it during
the preceding calendar year for business done in this state, except
that (1) for group sickness and accident insurance the rate of such
tax shall be five-tenths of one percent, (2) for property and casualty
i nsurance, excluding individual sickness and accident insurance, the
rate of such tax shall be one percent, and (3) for capitation paynents
made in accordance with the Medical Assistance Act, the rate of tax
shall be five percent. The taxable premuns shall include preniuns
paid on the lives of persons residing in this state and prem uns paid
for risks located in this state whether the insurance was witten in
this state or not, including that portion of a group prenium paid
which represents the premum for insurance on Nebraska residents or
risks located in Nebraska included within the group when the nunmber of
lives in the group exceeds five hundred. The tax shall also apply to
prem uns received by donestic conpanies for insurance witten on
i ndividuals residing outside this state or risks located outside this
state if no conparable tax is paid by the direct witing donestic
conpany to any other appropriate taxing authority. Conpanies whose
schene of operation contenplates the return of a portion of prem uns
to policyhol ders, w thout such policyholders being clainmnts under the

terns of their policies, may deduct such return preniuns or dividends
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from their gross premiuns for the purpose of tax calculations. Any
such insurance conpany shall receive a credit on the tax inmposed as
provided in the Conmunity Developnent Assistance Act,and section

77-27,222, and section 3 of this act.

Sec. 2. Section 77-2701, Revised Statutes Cunul ative
Suppl enent, 2006, is anended to read:
77-2701. Sections 77-2701 to 77-27,135.01, 77-27,222, and

77-27,228 to 77-27,235 and section 3 of this act shall be known and

may be cited as the Nebraska Revenue Act of 1967.

Sec. 3. (1) The Legislature finds and declares that it is

critical to utilize efficient and cost-effective energy conservation

systens _in_ order to protect the health, prosperity, and genera

welfare of the state and its citizens. The legislature further finds

and declares that this section is to be liberally construed in order

to reduce and control the growth rates of electric consunption

increase energy savings for all Nebraska consuners. and reduce and

| essen the need for new power plants.

(2) A taxpayer shall be allowed a nonrefundable credit

against the individual income tax, corporate incone tax, premum or

related retaliatory tax, or franchise tax equal to twenty-five

percent of the costs incurred by the taxpayer on or after January 1,

2007, for installation or inprovenent to his or her hone or business

for energy conservation or for renewable energy ogeneration. The

credit shall not exceed five hundred dollars for any tax year. The

credit is limted to taxpayers not primarily engaged in the provision

of gas or electricity.

(3) The Departnent of Revenue shall provide fornms on_ which
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a taxpayer may apply for a tax credit under this section. The

departnment shall approve a credit that denpnstrably pronptes energy

conservation as defined by the State Energy Ofice or for funds

expended for renewabl e energy generation

(4) For pur poses of this section, renewabl e eneraqy

generation neans power generated by wind. solar. geothernal energy. or

bi omass., including crops and organi c_waste.

(5) The Departnent of Revenue and the State Energy Ofice

nay adopt and pronmulgate rules and requlations to carry out their

duties under this section.

Sec. 4. Section 77-2715.07, Revised Statutes Cumulative
Suppl enment, 2006, is anended to read:

77-2715.07. (1) There shall be allowed to qualified resident
i ndividuals as a nonrefundable credit against the income tax inmposed
by the Nebraska Revenue Act of 1967:

(a) A credit equal to the federal «credit allowed under
section 22 of the Internal Revenue Code; and

(b) A credit for taxes paid to another state as provided in
section 77-2730.

(2) There shall be allowed to qualified resident individuals
against the incone tax inmposed by the Nebraska Revenue Act of 1967

(a) For returns filed reporting federal adjusted gross
i nconmes of greater than twenty-nine thousand dollars, a nonrefundabl e
credit equal to twenty-five percent of the federal credit allowed
under section 21 of the Internal Revenue Code of 1986, as anmended

(b) For returns filed reporting federal adjusted gross

incone of twenty-nine thousand dollars or less, a refundable credit
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equal to a percentage of the federal credit all owabl e under section 21
of the Internal Revenue Code of 1986, as anended, whether or not the
federal «credit was Ilimted by the federal tax liability. The
percentage of the federal credit shall be one hundred percent for
incomes not greater than twenty-two thousand dollars, and the
percentage shall be reduced by ten percent for each one thousand
dollars, or fraction thereof, by which the reported federal adjusted
gross inconme exceeds twenty-two thousand doll ars;

(c) A refundable credit for individuals who qualify for an
income tax credit as an owner of agricultural assets wunder the
Begi nning Farner Tax Credit Act for all taxable years beginning or
deened to begin on or after January 1, 2001, wunder the Internal
Revenue Code of 1986, as anended; and a refundable credit as provided
in section 77-5209.01 for individuals who qualify for an incone tax
credit as a qualified beginning farner or |ivestock producer under the
Begi nning Farner Tax Credit Act for all taxable years beginning or
deemred to begin on or after January 1, 2006, under the Internal
Revenue Code of 1986, as anended;

(d) A refundable credit for individuals who qualify for an
income tax credit under the Nebraska Advantage M croenterprise Tax
Credit Act or the Nebraska Advantage Research and Devel opnent Act; and

(e) A refundable credit equal to eight percent of the
federal credit allowed under section 32 of the Internal Revenue Code
of 1986, as anended.

(3) There shall be allowed to all individuals as a
nonr ef undabl e credit against the income tax inposed by the Nebraska

Revenue Act of 1967:
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(a) A credit for personal exenptions allowed under section
77-2716.01; and

(b) A credit for contributions to certified comunity
bet t er ment prograns as provided in the Comunity Devel opnment
Assistance Act. Each partner, each shareholder of an electing
subchapter S corporation, each beneficiary of an estate or trust, or
each menber of a linmted liability conpany shall report his or her
share of the credit in the sane manner and proportion as he or she
reports the partnership, subchapter S corporation, estate, trust, or
limted liability conpany incone.

(4) There shall be allowed as a credit against the incone
tax i nmposed by the Nebraska Revenue Act of 1967:

(a) A credit to all resident estates and trusts for taxes
paid to another state as provided in section 77-2730; and

(b) A credit to all estates and trusts for contributions to
certified comunity betternent prograns as provided in the Comunity
Devel oprment Assi stance Act.

(5) There shall be allowed to all business firms as a credit
agai nst the income tax inposed by the Nebraska Revenue Act of 1967 a
credit as provided in section 77-27,222.

(6) There shall be allowed to all taxpayers as _a

nonrefundable credit against the incone tax inposed by the Nebraska

Revenue Act of 1967 a credit as provided in section 3 of this act.

Sec. 5. Section 77-2717, Revised Statutes Cumul ative
Suppl enent, 2006, is anended to read:
77-2717. (1)(a) The tax inposed on all resident estates and

trusts shall be a percentage of the federal taxable incone of such
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estates and trusts as nodified in section 77-2716, plus a percentage
of the federal alternative mninum tax and the federal tax on
premature or |lunp-sum distributions from qualified retirenent plans.
The additional taxes shall be reconputed by (i) substituting Nebraska
taxable income for federal taxable income, (ii) calculating what the
federal alternative mninmm tax would be on Nebraska taxable incone
and adjusting such calculations for any itens which are reflected
differently in the determnation of federal taxable incone, and (iii)
appl ying Nebraska rates to the result. The federal credit for prior
year mininmum tax, after the reconputations required by the Nebraska
Revenue Act of 1967, and the credits provided in the Nebraska
Advantage Mcroenterprise Tax Credit Act, the Nebraska Advantage

Research and Devel opnent Act, anrd section 77-27,222, and section 3

of this act shall be allowed as a reduction in the inconme tax due. A
refundable incone tax credit shall be allowed for all resident
estates and trusts under the Nebraska Advantage M croenterprise Tax
Credit Act and the Nebraska Advantage Research and Devel opment Act.

(b) The tax inposed on all nonresident estates and trusts
shall be the portion of the tax inposed on resident estates and trusts
which is attributable to the income derived from sources within this
state. The tax which is attributable to incone derived from sources
within this state shall be determined by nmultiplying the liability to
this state for a resident estate or trust with the sane total income
by a fraction, the nunerator of which is the nonresident estate's or
trust's Nebraska incone as determ ned by sections 77-2724 and 77-2725
and the denominator of which is its total federal income after first

adj usting each by the anmounts provided in section 77-2716. The federal
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credit for prior year mninmum tax, after the reconputations required
by the Nebraska Revenue Act of 1967, reduced by the percentage of the
total income which is attributable to income from sources outside this
state, and the credits provided in the Nebraska Advant age

Mcroenterprise Tax Credit Act, the Nebraska Advantage Research and

Devel opment Act, and section 77-27,222, and section 3 of this act

shall be allowed as a reduction in the income tax due. A refundable
incone tax credit shall be allowed for all nonresident estates and
trusts under the Nebraska Advantage M croenterprise Tax Credit Act and
t he Nebraska Advant age Research and Devel opnent Act.

(2) In all instances wherein a fiduciary income tax return
is required under the provisions of the Internal Revenue Code, a
Nebraska fiduciary return shall be filed, except that a fiduciary
return shall not be required to be filed regarding a sinple trust if
all of the trust's beneficiaries are residents of the State of
Nebraska, all of the trust's incone is derived from sources in this
state, and the trust has no federal tax liability. The fiduciary shall
be responsible for nmaking the return for the estate or trust for which
he or she acts, whether the incone be taxable to the estate or trust
or to the beneficiaries thereof. The fiduciary shall include in the
return a statenment of each beneficiary's distributive share of net
i ncone when such income is taxable to such beneficiaries.

(3) The beneficiaries of such estate or trust who are
residents of this state shall include in their income their
proportionate share of such estate's or trust's federal incone and
shall reduce their Nebraska tax liability by their proportionate share

of the credits as provided in the Nebraska Advantage M croenterprise
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Tax Credit Act, the Nebraska Advantage Research and Devel opnent Act,

and section 77-27,222, and section 3 of this act. There shall be

allowed to a beneficiary a refundable income tax credit under the
Begi nning Farner Tax Credit Act for all taxable years beginning or
deemred to begin on or after January 1, 2001, wunder the Internal
Revenue Code of 1986, as anended.

(4) If any beneficiary of such estate or trust is a
nonresi dent during any part of the estate's or trust's taxable year,
he or she shall file a Nebraska inconme tax return which shall include
(a) in Nebraska adjusted gross inconme that portion of the estate's or
trust's Nebraska incone, as determ ned under sections 77-2724 and
77-2725, allocable to his or her interest in the estate or trust and
(b) a reduction of +the Nebraska tax liability by his or her
proportionate share of the credits as provided in the Nebraska
Advantage Mcroenterprise Tax Credit Act, the Nebraska Advantage

Research and Devel opnent Act, anrd section 77-27,222, and section 3

of this act and shall execute and forward to the fiduciary, on or

before the original due date of the Nebraska fiduciary return, an
agreement which states that he or she will file a Nebraska incone tax
return and pay incone tax on all incone derived fromor connected wth
sources in this state, and such agreenent shall be attached to the
Nebraska fiduciary return for such taxabl e year.

(5) In the absence of the nonresident beneficiary's executed
agreement being attached to the Nebraska fiduciary return, the estate
or trust shall remt a portion of such beneficiary's income which was
derived from or attributable to Nebraska sources with its Nebraska

return for the taxable year. The ampunt of remttance, in such
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i nstance, shall be the highest individual income tax rate determ ned
under section 77-2715.02 multiplied by the nonresident beneficiary's
share of the estate or trust income which was derived from or
attributable to sources within this state. The amount remtted shal
be allowed as a credit against the Nebraska incone tax liability of
t he beneficiary.

(6) The Tax Conmi ssioner may allow a nonresident beneficiary
to not file a Nebraska income tax return if the nonresident
beneficiary's only source of Nebraska income was his or her share of
the estate's or trust's income which was derived from or attributable
to sources within this state, the nonresident did not file an
agreenment to file a Nebraska income tax return, and the estate or
trust has remtted the anount required by subsection (5) of this
section on behalf of such nonresident beneficiary. The anmbunt remtted
shall be retained in satisfaction of the Nebraska incone tax liability
of the nonresident beneficiary.

(7) For purposes of this section, wunless the context
otherwi se requires, sinple trust shall nmean any trust instrunent which
(a) requires that all income shall be distributed currently to the
beneficiaries, (b) does not allow ambunts to be paid, pernanently set
aside, or used in the tax year for charitable purposes, and (c) does
not distribute anmounts allocated in the corpus of the trust. Any trust
which does not qualify as a sinple trust shall be deemed a conplex
trust.

Sec. 6. Section 77-2734.03, Revised Statutes Cunulative
Suppl enent, 2006, is anended to read:

77-2734.03. (1)(a) For taxable years comrencing prior to
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January 1, 1997, any (i) insurer paying a tax on premuns and
assessnents pursuant to section 77-908 or 81-523, (ii) electric
cooperative organized under the Joint Public Power Authority Act, or
(iii) credit union shall be credited, in the conmputation of the tax
due under the Nebraska Revenue Act of 1967, with the amount paid
during the taxable year as taxes on such prem uns and assessnments and
taxes in lieu of intangible tax.

(b) For taxable years comencing on or after January 1,
1997, any insurer paying a tax on prem uns and assessments pursuant to
section 77-908 or 81-523, any electric cooperative organi zed under the
Joint Public Power Authority Act, or any credit union shall be
credited, in the conputation of the tax due under the Nebraska Revenue
Act of 1967, with the anpunt paid during the taxable year as (i) taxes
on such premuns and assessnents included as Nebraska prem unms and
assessnents under section 77-2734.05 and (ii) taxes in lieu of
i nt angi bl e t ax.

(c) For taxable years comencing or deemed to conmence prior
to, on, or after January 1, 1998, any insurer paying a tax on prem ums
and assessnments pursuant to section 77-908 or 81-523 shall be
credited, in the conputation of the tax due under the Nebraska Revenue
Act of 1967, with the ampunt paid during the taxable year as
assessnents allowed as an offset against premum and related
retaliatory tax liability pursuant to section 44-4233.

(2) There shall be allowed to corporate taxpayers a tax
credit for contributions to conmunity betternent prograns as provided
in the Community Devel opment Assi stance Act.

(3) There shall be allowed to corporate taxpayers a

-11-



LB 9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

LB 9

refundabl e incone tax credit under the Beginning Farner Tax Credit Act
for all taxable years beginning or deened to begin on or after January
1, 2001, wunder the Internal Revenue Code of 1986, as anended.

(4) There shall be allowed to corporate taxpayers a tax

credit as provided in section 77-27,222 and section 3 of this act.

(5) The changes nmde to this section by Laws 2004, LB 983,
apply to notor fuels purchased during any tax year ending or deened to
end on or after January 1, 2005, under the Internal Revenue Code of
1986, as anended.

(6) There shall be allowed to corporate taxpayers refundable
income tax credits under the Nebraska Advantage Mcroenterprise Tax
Credit Act and the Nebraska Advantage Research and Devel opment Act.

Sec. 7. Section 77-3806, Reissue Revised Statutes of
Nebraska, is anmended to read:

77-3806. (1) The tax return shall be filed and the tota
anount of the franchise tax shall be due on the fifteenth day of the
third nonth after the end of the taxable year. No extension of tine to
pay the tax shall be granted. If the Tax Commi ssioner determ nes that
the amobunt of tax can be conputed from available information filed by
the financial institutions with either state or federal regulatory
agencies, the Tax Comm ssioner may, by regulation, waive the
requirenent for the financial institutions to file returns.

(2) Sections 77-2714 to 77-27,135 relating to deficiencies,
penalties, interest, the collection of delinquent anpbunts, and appea
procedures for the tax inposed by section 77-2734.02 shall also apply
to the tax inposed by section 77-3802. If the filing of a return is

wai ved by the Tax Conmissioner, the paynment of the tax shall be
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considered the filing of a return for purposes of sections 77-2714 to
77-27,135.

(3) No refund of the tax inposed by section 77-3802 shall be
allowed unless a claimfor such refund is filed within ninety days of
the date on which (a) the tax is due or was paid, whichever is l|ater,
or (b) a change is made to the anobunt of deposits or the net financia
income of the financial institution by a state or federal regulatory
agency.

(4) Any such financial institution shall receive a credit on
the franchise tax as provided under the Community Devel opnent

Assi stance Act.,and section 77-27,222, and section 3 of this

act

Sec. 8. This act becones operative for all taxable years
begi nning or deemed to begin on or after January 1, 2007, under the
I nterval Revenue Code of 1986, as anended.

Sec. 9. Oiiginal section 77-3806, Reissue Revised Statutes
of Nebraska, and sections 77-908, 77-2701, 77-2715.07, 77-2717, and
77-2734. 03, Revised Statutes Cunulative Supplenent, 2006, are

repeal ed.
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